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CONFIDENTIAL EC BRUSSELS 01309 

NOFORN 

E.O. 11652: GDS 
TAGS: EFIN, EEC 

SUBJECT: EC COMMON BORROWING FACILITY - POSSIBLE LOANS FOR 
IRELAND AND ITALY 

REF: (A) EC BRUSSELS 678 (NOTAL), (B) 75 EC BRUSSELS 10804 (NOTAL), 

(C) 75 EC BRUSSELS 10375 

1 . BEGIN SUMMARY: COMMISSION OFFICIALS EXPECT THE FEBRUARY 16 FINANCE 
COUNCIL MEETING TO AUTHORIZE THE EC TO BEGIN NEGOTIATIONS FOR $1 BIT I. 

ION 

BORROWING FOR ITALY. SHOULD NEGOTIATIONS BE SATISFACTORILY COMPLETED 
WITH SAUDI ARABIA, THE COUNCIL IS ALSO EXPECTED TO AUTHORIZE A $300 
MILLION BORROWING ON BEHALF OF IRELAND. END SUMMARY. 

2. POSSIBLE ITALIAN LOAN: COMMISSION OFFICIALS TELL US THAT ITALIAN 
AUTHORITIES HAVE REQUESTED INFORMALLY A LOAN OF ABOUT $1 BILLION 
FROM THE 

EC COMMON BORROWING FACILITY. THE FACILITY WOULD BORROW THE FUNDS ON 
THE EUROCURRENCY MARKET FOR A FIXED PERIOD SUCH AS FIVE YEARS WITH A 
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AR. 

MEMBER STATES HAVE INDICATED THAT THESE ARRANGEMENTS WOULD BE 
SATISFACTORY. 

COMMISSION OFFICIALS CONSEQUENTLY EXPECT TO OBTAIN THE FINANCE 
COUNCIL S APPROVAL AT ITS FEBRUARY 16 MEETING TO UNDERTAKE 
NEGOTIATIONS WITH A CONSORTIUM OF BANKS TO ARRANGE FOR THE 
BORROWING. ONCE THE NEGOTIATIONS ARE COMPLETED, THE COUNCIL 
WOULD BE ASKED TO GIVE ITS FINAL APPROVAL TO THE BORROWING. 

3. ITALIAN POLICY CONDITIONS: BEFORE MAKING THE PROPOSED 
LOAN. THE COMMISSION PLANS TO REVISE THE 1976 ECONOMIC POLICY 
CONDITIONS FOR ITALY (SEE REF B). IN VIEW OF THE GROWING GOI 
BUDGET DEFICIT, ESPECIALLY ON CURRENT EXPENDITURES, COMMISSION 
OFFICIALS HAVE IN MIND SETTING CEILINGS FOR CURRENT BUDGET 
EXPENDITURES. THE EC WILL LIKELY SEND A WORKING GROUP OF THE 
MONETARY COMMITTEE TO ITALY SHORTLY AFTER THE FEBRUARY 16 
MEETING, IF THE COUNCIL APPROVES THE LOAN NEGOTIATIONS. THIS 
GROUP WILL COORDIANTE WITH THE IMF. OFFICIALS HERE ARE 
CONFIDENT THAT THE EC WILL BE ABLE TO BORROW THE REQUESTED 
AMOUNT. 

4. LOAN FOR IRELAND: AS LONG AS NEGOTIATIONS CAN BE 
SATISFACTORILY COMPLETED WITH SAUDI ARABIA, COMMISSION OFFICIALS 
EXPECT THE FEBRUARY 16 FINANCE COUNCIL TO APPROVE A FICILITY 
BORROWING OF ABOUT $300 MILLION FROM SUADI ARABIA FOR IRELAND. 
NEGOTIATIONS WITH THE SAUDI ARABIAN MONETARY AGENCY (SAMA) HAVE 
REACHED A HITCH, HOWEVER. SAMA HAS REQUESTED THREE LEGAL 
CONDITIONS REGARDING SAFEGUARDS FOR THE BORROWING WHICH THE EC 
CONSIDERS AS INAPPROPRIATE FOR A GOVERNMENT-TO-GOVERNMENT LOAN. 
NO POLITICAL CONDITIONS ARE INVOLVED, HOWEVER. SHOULD THE SAMA 
NEGOTIATIONS BREAK DOWN, COMMISSION OFFICIALS PLAN TO TURN TO 
THE EUROBOND MARKET TO MAKE A SIMILAR BORROWING. SAMA IS 
CURRENTLY PROPOSING A FIVE-YEAR LOAN AT A RATE OVER 9 

PERCENT. MORRIS 
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